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Executive Summary

Almost all of the funds appropriated to state agencies and institutions of higher
education for the 2002-2003.biennium are provided through Senate Bill 1, General
Appropriations Act, 77th Legislature. This report summarizes the higher education portion of
that act.

Some highlights of the report include the following:

The all funds appropriation for higher education for the biennium is $14.6 billion,
approximately 12.85 percent of the total state appropriation. This is $2.1 billion more
than was appropriated for higher education in the previous biennium, a 16.3 percent
increase.

The general revenue appropriation for higher education for the biennium is $9.8 billion,
approximately 15.93 percent of the total state general revenue appropriations. This is a
13.87 percent increase compared to the previous biennium.

Approximately $167 million was appropriated for pay raises and increased benefits for
non-faculty higher education staff members.

$241 million in increased spending authority for Texas and Teach for Texas Grants was
appropriated.

$40 million was appropriated for additional Tuition Equalization Grants at independent
institutions.

From tobacco settlement receipts, the Legislature created endowments of over $1 billion
in 1999, primarily for health-related institutions. For the 2002-03 biennium, proceeds
from those endowments and direct appropriations of tobacco settlement receipts will
total $91.35 million.

An additional $292 million was appropriated for higher education group health insurance
for current and retired employees.

$1.1 billion in new tuition revenue bonds were authorized; debt service for tuition
revenue bonds increased by $72 million to $277 million.



1. Introduction

Senate Bill 1, the General Appropriations Act of the 77th Legislature, accounts for almost
all of the funds appropriated to state agencies and institutions of higher education. Additional
adjustments are made in five separate bills. Of those, HB 1333 (Emergency Appropriations) is
not reflected in this report.

Article III of Senate Bill 1 appropriates funds for education, and this document
summarizes the higher education portion of Article III. In a few cases, funds are appropriated to
other agencies, but benefit higher education. For example, funds are appropriated to the State
Comptroller and Teacher Retirement System for fringe benefits and retirement contributions.
These funds are not included in institutional totals in this report. The state contribution to group
insurance for higher education employees appropriated to the Employees Retirement System is
included in this report and is allocated to each institution of higher education.

Tobacco Settlement Receipts and related permanent endowment earnings appropriated
for higher education in Senate Bill 1 remain a major source of funds, although declining 10
percent from the previous biennium. Appropriations of the earnings to higher education from
these endowments are included in this report and summarized in Section 8.

The State-Owned Multi-Categorical Teaching Hospital Account was continued with an
appropriation of $40 million for the biennium to the Department of Health. The University of
Texas Medical Branch at Galveston is eligible to receive reimbursement from this fund for
indigent patients' health care services not covered by any other third party source. These funds
are not included in this report.

The Legislature appropriated funds to the State Comptroller to provide for a salary
increase for state employees other than faculty members. Each employee is to receive an
additional $100 per month, or 4 percent of their annual salary, whichever is greater. Additional
funds have also been provided to reduce the time between increments in longevity pay from five
to three years. The combined effect on individual institutions has not yet been published, but is
estimated at $167 million. The general revenue portion of this estimated increase, totaling $85.7
million, is included in this report.

The largest portion of the Legislature's appropriation is general revenue -- revenue
raised from the state sales tax, franchise taxes, the lottery, and numerous other sources. In
addition, the Legislature appropriates to institutions revenue derived from tuition, overhead on
grants, and other "education and general" sources. The sum of the general revenue
appropriation and the other local "educational and general" revenue is called the all funds
appropriation.

Institutions also derive revenue from some fees which do not flow through the
appropriation process and revenue from auxiliary enterprises such as intercollegiate athletics,
bookstores, dormitories, research grants, and other activities. These funds are not reflected in
this report.
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2. Higher Education Funding as a Portion of Total State Funding

The total all funds appropriations for the State of Texas is $113.91 billion, an increase of
$15.67 billion or 15.96 percent over the appropriations for the 2000-01 biennium (See Table 1).
The general revenue appropriation for the State of Texas totals $61.78 billion, an increase of
$6.16 billion or 11.07 percent over the appropriations for the 2000-01 biennium (See Table 2).

Table

All Funds State Appropriations
(in millions)

2000-01
Biennium

2002-03
Biennium

% of
Appropriations

Biennial
Increase

General Government $2,508.9 $2,626.0 2.31% 4.67%

Health & Human Services 27,782.5 35,974.6 31.58% 29.49%

Education** 44,863.3 49,114.4 43.12% 9.48%

Public Safety 7,645.1 8,289.5 7.28% 8.43%

Economic Development 12,012.7 13,890.8 12.19% 15.63%

All Other 3,420.0 4,011.0 3.52% 1.7.28%

Total $98,232.5 $113,906.3 100.00% 15.96%

"Includes Article IX, salary increase of $157,220,000 in 2000-01 biennium & 3% faculty raise in FY 2001 of
$45,043.798.

Table 2

General Revenue State Appropriations
(in millions)

2000-01
Biennium

2002-03
Biennium

% of
Appropriations

Biennial
Increase

General Government $1,451.6 $1,506.3 2.44% 3.77%

Health & Human Services 10,955.5 14,152.0 22.91% 29.18%

Education** 34,871.4 36,655.8 59.33% 5.12%

Public Safety 6,335.4 7,031.8 11.38% 10.99%

Economic Development 315.0 396.5 0.64% 25.87%

All Other 1,699.1 2,041.8 3.30% 20.17%

Total $55,628.0 $61,784.2 100.00% 11.07%

"Includes Article IX, salary increase of $110,140,000 in 2000-01 biennium & 3% faculty raise in FY 2001 of
$31,684,680.00
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The higher education appropriation accounts for 12.9 percent of the state's total all funds
appropriation and 15.9 percent of the state's total general revenue appropriation. These
represent an increase of 0.4 in the percentage of the state's general revenue appropriation and
0.04 percent in the percentage of the all funds appropriation, when compared to the 2000-01
biennium.

The all funds appropriation for agencies of education is $49.1 billion, representing 43.1
percent of the total all funds appropriation. Of the $49.1 billion, $14.6 billion or 29.8 percent is
appropriated to higher education (see Chart 1).

CHART 1
ALL FUNDS EDUCATION APPROPRIATIONS
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The general revenue appropriation for education is $36.7 billion, which is 59.3 percent of
the total general revenue appropriation. Of the $36.7 billion, $9.8 billion or 26.9 percent is
appropriated to higher education (see Chart 2).

CHART 2
GENERAL REVENUE EDUCATION APPROPRIATIONS

Higher Education

All Other
Public Education
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3. Features of the Appropriations Act that Affect Multiple Sectors
of Higher Education

Texas higher education is composed of general academic institutions, community
colleges, technical colleges, health-related institutions, service agencies, and related
organizations that receive separate 'appropriations. Tables 3 and 4 and Charts 3 and 4 present
the all funds and general revenue appropriations for each sector.

TABLE 3
ALL FUNDS APPROPRIATIONS

HIGHER EDUCATION

2000-01 Biennium 2002-03 Biennium
% of

Appropriations

Increase/(Decrease)

Amount Percent

General Academic Institutions $4,790,475,659 $5,338,579,979 36.46% $548,104,320 11.44%

System Trusteed Funds 32,470,170 38,415,439 0.26% 5,945,269 18.31%

Community/Junior Colleges 1,630,281,904 1,832,770,595 12.52% 202,488,691 12.42%

Health-Related Units 3,802,259,461 4,557,500,763 31.13% 755,241,302 19.86%

Higher Education Fund & Available
University 975,426,000 1,140,837,563 7.79% 165,411,563 16.96%

Services of Texas A&M System 603,552,230 658,370,040 4.50% 54,817,810 9.08%

Technical Colleges & Lamar State
Colleges 194,439,681 226,689,635 1.55% 32,249,954 16.59%

All Other Agencies 560,061,110 847,297,155 5.79% 287,236,045 51.29%

TOTAL $12,588,966,215 $14,640,461,169 100.00% $2,051,494,954 16.30%

Notes: a)
b)
c)

d)

e)

9)

Includes staff group insurance which were appropriated to the Employees Retirement System.
Includes 3% faculty salary increase for FY 2001 totaling $45,043,798.
Only the General Revenue (GR) portion for longevity pay, and non-faculty salary increase of 4% or $100 per month for FY

2002-03 are included. Institutional data not yet published for associated non-GR funds.
Not included are appropriations for an additional non-faculty salary increase for FY 2003 of 3% or $65 per month (estimated

at $59.1 million), contingent on funds availability.
Individual institution amounts for the $76.4 million debt service appropriation on $1,081.8 million in newly authorized tuition

revenue bonds are estimated. Final amounts are not published.
Does not reflect HB 1333, Emergency Appropriations.
Tobacco receipts and earnings of $112.5 million (FY 2000-01) and $91.35 million (FY 2002-03) are included.



CHART 3
ALL FUNDS HIGHER EDUCATION APPROPRIATIONS
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TABLE 4
GENERAL REVENUE APPROPRIATIONS

HIGHER EDUCATION

2000-01 Biennium 2002-03 Biennium
% of

Appropriations

Increase/(Decrease)

Amount Percent

General Academic Institutions $3,597,869,326 $4,102,840,678 41.68% $504,971,352 14.04%

System Trusteed Funds 27,478,509 34,633,439 0.35% 7,154,930 26.04%

Community/Junior Colleges 1,630,281,904 1,832,770,595 18.62% 202,488,691 12.42%

Health-Related Units 2,030,771,012 2,226,219,245 22.61% 195,448,233 9.63%

Higher Education Fund & Available
University 448,730,000 414,955,998 4.21% (33,774,002) -7.53%

Services of Texas A&M System 319,407,630 334,909,900 3.40% 15,502,270 4.85%

Technical Colleges & Lamar State
Colleges 165,365,221 192,934,583 1.96% 27,569,362 16.67%

All Other Agencies 425,422,647 705,558,275 7.17% 280,135,628 65.85%

TOTAL $8,645,326,249 $9,844,822,713 100.00% $1,199,496,464 13.87%

Notes: a) Includes staff group insurance which were appropriated to the Employees Retirement System.
b) Includes 3% faculty salary increase for FY 2001 totaling $31,684,680.
c) Not included are appropriations for an additional non-faculty salary increase for FY 2003 of 3% or $65 per month (estimated

at $32.6 million), contingent on funds availability.
d) Individual institution amounts for the $76.4 million debt service appropriation on $1,081.8 million in newly authorized tuition

revenue bonds are estimated. Final amounts are not published.
e) Does not reflect HB 1333, Emergency Appropriations.
f) Tobacco receipts and earnings of $112.5 million (FY 2000-01) and $91.35 million (FY 2002-03) are included.

1 3
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CHART 4
GENERAL REVENUE HIGHER EDUCATION APPROPRIATIONS
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The Legislature uses different approaches in allocating funds to each of these sectors, but
some funds are appropriated across multiple sectors.

Texas has two funds that provide support for capital construction projects. The Available
University Fund (AUF) provides support for projects at most of the University of Texas System
and Texas A&M University System institutions. The Higher Education Assistance Fund (HEAF)
provides funding for capital expenditures for universities and health institutions that do not
participate in the AUF. The average annual appropriation for AUF was approximately $363
million per year. Although $225 million per year was appropriated for the HEAF, $50 million of
the appropriation is either placed in a permanent endowment (which is not available for use) or is
used to fund research excellence.

In addition to the HEAF and AUF funds, the Legislature authorizes tuition revenue bonds.
Although institutions pledge their tuition to service this debt, the Legislature has always
appropriated funds for this purpose. The 77th Legislature authorized $1.08 billion in new tuition
revenue bonds and appropriated $76.4 million for related debt service. The Legislature also
appropriated $200.7 million for tuition revenue bond debt service for the 2002-03 biennium for
bonds authorized in previous biennia, an overall increase of $72.0 million or 35 percent.

The Legislature provided an all funds appropriation of $511 million to provide for a salary
increase for state employees other than faculty members. Each employee is to receive an
additional $100 per month or 4 percent of their annual salary, whichever is greater. Of those
funds, an estimated $167 million will be provided to employees of institutions of higher education,
excluding community colleges. An additional $65 per month or 3 percent of annual salary,
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whichever is greater, for Fiscal Year 2003 is contingent upon the State Comptroller certifying that
sufficient revenues are available in general revenue and special funds for the increase and
related fringe benefits. The Legislature has also appropriated $49.6 million in general revenue for
additional longevity pay for all qualifying non-faculty state employees, of which higher education
is expected to receive $14 million.



4. Appropriations for General Academic Institutions

The general academic institutions' appropriations of $5.3 billion in all funds and $4.1
billion in general revenue represent increases of 11.44 percent and 14.04 percent, respectively.
Institutional appropriations may be found in Appendix A for all funds appropriations and in
Appendix B for general revenue appropriations. Some highlights of the changes in
appropriations include:

Total general revenue appropriations increased $548.1 million.

Base period semester credit hours increased by 3.3 percent and fall headcount
enrollment increased by 4.1 percent, substantially less than the percentage
increase in funding.

Formula funding for enrollment growth increased by $52 million. Much of the
increase in funding for general academic institutions was provided outside the
funding formulas.

Fifteen institutions had base period student credit hour enrollment decreases, and
$23 million was provided to provide a partial "hold harmless" for those institutions.

A teaching experience supplement provides additional funding for undergraduate
courses taught by tenured or tenure-track faculty. The supplement was increased
from 5 percent to 10 percent of formula funding, at a cost of $47 million.

9 House Bill 1839 provides for two different excellence funds, primarily for research
universities. A total of $67 million was appropriated for these funds.

Following a pattern established in 1999, the Legislature provided an additional $1
million for most institutions for institutional enhancement, at a cost of $58 million.

A total of $50 million was appropriated for Texas Southern University and Prairie
View A&M University as part of a priority plan for the improvement of those
institutions.

Additional special item funding for general academic institutions totals $47 million.

The charts on the following pages show how appropriations are allocated among systems as well
as the changes in all funds appropriations by system at universities.

1 6
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CHART 5
ALL FUNDS GENERAL ACADEMIC APPROPRIATIONS
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Chart 7 shows the allocation of all funds between multiple doctoral institutions as compared with
other universities. Multiple doctoral institutions accounted for 53.9 percent of funding.

CHART 7
ALL FUNDS APPROPRIATIONS, MULTIPLE-DOCTORATE

INSTITUTIONS VS. OTHER UNIVERSITIES

Other
Universities

Multiple-
Doctorates

UT-Austin
Texas A&M University
University of Houston
Texas Tech University
UT-Arlington
UT-Dallas
University of North Texas

Chart 8 shows the increase in all funds appropriations between multiple doctoral institutions and
other universities.

CHART 8
ALL FUNDS INCREASE IN APPROPRIATIONS,
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Chart 9 shows the all funds appropriation for the South Texas border institutions vs. other
universities in the state. The border institutions comprise 16.4 percent of total all funds
appropriations.

CHART 9
ALL FUNDS APPROPRIATIONS,

BORDER/SOUTH TEXAS INSTITUTIONS VS. OTHER UNIVERSITIES
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Other Universities

Chart 10 shows the all funds increases in appropriations between South Texas border institutions
vs. other universities.

CHART 10
ALL FUNDS INCREASES,

BORDER/SOUTH TEXAS INSTITUTIONS VS. OTHER UNIVERSITIES
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5. Appropriations for Health-Related Institutions

The public health institutions appropriations of $4.56 billion in all funds and $2.23 billion in
general revenue represent increases of 19.86 percent and 9.63 percent, respectively.
Institutional all funds appropriations are reported in Appendix A and general revenue
appropriations in Appendix B. Some highlights of the appropriations include:

The University of Texas Medical Branch at Galveston is authorized to receive
reimbursement for health care services to indigent patients from the $40 million
appropriated to State-Owned Multi-Categorical Teaching Hospital Account under
the Department of Health.

Total general revenue appropriations increased $195 million.

Of the total increase, $69 million was provided through the funding formulas. Most
of the increase was provided outside the formulas.

Total all funds appropriations for a variety of special items was $178 million

The charts on the following page show how appropriations are allocated among institutions as
well as the changes in general revenue appropriations at health-related institutions.

20
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CHART 11
GENERAL REVENUE APPROPRIATIONS
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CHART 12
CHANGES IN GENERAL REVENUE APPROPRIATIONS
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6. Appropriations for Community and Technical Colleges

The public community and technical colleges' appropriations of $2.06 billion in all funds
and $2.03 billion in general revenue represent increases of 12.86 percent and 12.81 percent,
respectively. All funds appropriations by institution are located in Appendix A, and general
revenue appropriations by institution are in Appendix B. Some highlights of the changes in
appropriations include:

Base period contact hours increased 5.74 percent, compared to the previous biennium.
General revenue appropriations increased $230 million.

The percentage of the all funds expenditures funded with general revenue decreased
from 71 percent to 67 percent.

Funds totaling $10 million were appropriated to the Coordinating Board for a new Texas
Grant ll scholarship program for students at two-year institutions.

The Legislature trusteed $10 million to the Coordinating Board to fund growth in nursing
enrollments (first priority) and overall enrollments in two-year institutions.

House Bill 2914 appropriated $500,000 for the biennium to each campus of Texas State
Technical College for institutional enhancement.

The Legislature trusteed $1.9 million for enrollments at a new campus of Wharton Junior
College.

The following charts show how formula funds are allocated between support for
community and technical colleges and between support for academic and vocational/technical
course work.



CHART 13
ALL FUNDS STATE APPROPRIATIONS*

COMMUNITY COLLEGES, LAMAR STATE COLLEGES, AND TECHNICAL COLLEGES

*Does not include community college local income (e.g., tuition, fees, and local property taxes).
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7. Appropriations for the Texas Higher Education Coordinating Board

Appropriations of $837 million in all funds and $702 million in general revenue provide an
increase in funding to the Coordinating Board of 52 percent and 66 percent, respectively.
Virtually all of these increases can be traced to increases in trusteed funds. All funds
appropriations by operations, federal grant programs, and trusteed funds are reported in
Appendix A, and general revenue appropriations are in Appendix B. Some highlights of the
changes in the funds trusteed to the Coordinating Board include:

Tuition Equalization Grants, provided to Texas students attending independent
institutions, were increased from approximately $124 million to approximately $164
million for the 2002-03 biennium.

$295 million was trusteed to the Coordinating Board for the TEXAS Grant program to
provide financial aid for students. However, a rider directs that sufficient funds be
carried forward into the next biennium so that not more than $381 million will need to
be appropriated for the 2004-05 biennium.

A total of $5 million was appropriated for a public awareness and motivation program
to encourage additional students to enroll in higher education.

The Legislature appropriated $10 million for a grant program to increase the number
and quality of electrical engineering and computer science graduates, subject to a
matching amount being raised from other sources.

24
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8. Appropriations from Tobacco Settlement Receipts

Receipts collected pursuant to the Comprehensive Tobacco Settlement Agreement and Release
and earnings on permanent endowments created during the previous biennium were
appropriated in Article XII of the General Appropriations Act for direct expenditure and for
permanent endowments.

Higher education received $91.35 million out of $1.08 billion in tobacco settlement-related
appropriations. As shown below, appropriation levels are 90 percent of those in the previous
biennium.

TABLE 5
APPROPRIATIONS FROM TOBACCO SETTLEMENT RECEIPTS

Previous Biennium
Appropriations*

($Millions)

Current Biennium
Appropriations

($Millions)

Permanent Health Fund for Higher Education $35 $31.5 .

UT Health Science Center at San Antonio 20 18

UT M. D. Anderson Cancer Center 10 9

Texas Tech Health Science Center (El Paso) 2.5 2.25

UT Southwestern Medical Center 5.0 4.50

Texas Tech Health Science Center (other than El Paso) 2.5 2.25

UT Medical Branch at Galveston 2.5 2.25

UT Health Science Center at Houston 2.5 2.25

UT Health Center at Tyler 2.5 2.25

Texas A&M University Health Science Center 2.5 2.25

University of North Texas Health Science Center 2.5 2.25

Lower Rio Grande Valley Regional Academic Health
Center 2.0 1.8

University of Texas-El Paso Border Health 2.5 2.25

Baylor College of Medicine 2.5 2.25

Permanent Fund for Higher Education Nursing, Allied
Health and Other Health Related Programs 4.5 4.05

Permanent Fund for Minority Health Research and
Education 2.5 2.25

TOTAL $101.5 $91.35

* Does not include $11 million in one-time appropriations.
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Tobacco settlement receipts for higher education are allocated as follows:

Permanent Health Fund for Higher Edtication

Permanent Endowment of $350 million.

Administered by the Board of Regents of The University of Texas System.

For the benefit of:
The University of Texas Southwestern Medical Center,
The University of Texas Medical Branch at Galveston,,
The University of Texas Health Science Center at Houston,
The University of Texas Health Science Center at San Antonio,
The University of Texas.M. D. Anderson Cancer Center,
The University of Texas Health Center at Tyler,
The Texas A&M University Health Science Center,
The University of North Texas Health Science Center at Fort Worth,
The Texas Tech University Health Science Centers, and
Baylor College of Medicine, if a contract with the Coordinating Board is in effect

under Texas Education Code Section 61.092.

Distribution of investment returns:
70 percent in equal amounts to each institution,
10 percent in proportion to instructional expenditures,
10 percent in proportion to research expenditures, and
10 percent in proportion to unsponsored charity care.

Each institution receiving a distribution shall provide a report to the Legislative Budget
Board no later than November 1 of each year. The report shall include the total amount of
money received, the purpose for which the money was used, and any additional
information requested by the Legislative Budget Board.

Permanent Funds for Health-Related Institutions

A separate permanent endowment fund is established for the benefit of each public
health-related institution and Baylor College of Medicine as shown in the table on the
previous page.

If the governing board of an institution elects not to administer the fund, the State
Comptrollershall administer the fund.

Allowable uses of funds distributed from permanent endowment:
Research and other programs for which the fund is established and that benefit
the public health.
The University of Texas Health Science Center at San Antonio may use these
funds to establish, maintain, and operate a children's cancer center and the
campus extension in Laredo.



The University of Texas at El Paso and the Texas Tech University Health
Sciences Center component located in El Paso may use these funds for the
establishment and operation of an institute of public health in El Paso.
Texas Tech University Health Science Center components at locations other than
El Paso may use these funds for research and other programs that benefit the
public health.
Texas A&M University Health Science Center may use these funds for the
establishment and operation of the Coastal Bend Health Education Center in
Corpus Christi.
An institution of higher education that accepts a gift under the eminent scholars
program that was conditioned on the receipt by the institution of state matching
funds from the eminent scholars fund may use these funds to provide the state
matching funds.

Each institution receiving a distribution shall provide a report to the Legislative Budget
Board no later than November 1 of each year. The report shall include the total amount of
money received, the purpose for which the money was used, and any additional
information requested by the Legislative Budget Board.

Permanent Fund for Higher Education Nursing, Allied Health, and other Health-Related Programs

Permanent Endowment of $45 million.

The State Comptroller may contract with the governing board of any institution that is
eligible to receive a grant to administer the fund.

The investment returns may be appropriated to the Coordinating Board to provide grants
to public institutions of higher education that offer upper-level academic instruction and
training in the field of nursing, allied health, or other health-related education.

An institution eligible to receive funding under Permanent Health Fund for Higher
Education or Permanent Funds for Health-Related Institutions is not eligible to
receive one of these grants.

The Coordinating Board shall provide a report to the Legislative Budget Board no later
than November 1 of each year. The report shall include the total amount of money
distributed from the fund, the names of the institutions receiving grants, the purpose for
which the grants were used, and any additional information that may be requested by the
Legislative Budget Board.

Permanent Fund for Minority Health Research and Education

Permanent endowment of $25 million.

The State Comptroller may contract with the governing board of any institution that is
eligible to receive a grant to administer the fund.

21
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The investment returns may be appropriated to the Coordinating Boardsto provide grants
to institutions of higher education and Centers for Teacher Education. These include
those that conduct research or educational programs, those that address minority health
issues or form partnerships with minority organizations, colleges, or universities to
conduct research and educational programs in minority health issues.

The Coordinating Board shall report to the Legislature annually the total amount of funds
awarded and a brief description of each grant, including the name of the institution
receiving the grant, the amount and purpose of the grant, and the partnership formed to
conduct the research or educational programs authorized.
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Related reports available from the Texas Higher Education Coordinating
Board's Division of Finance, Campus Planning and Research:

Appropriations for Developmental Education in Texas Public
Institutions of Higher Education, January 2000

An Overview of Article III and Article XII, House Bill 1, 76th
Legislature, General Appropriations Act, Agencies of Public
Higher Education, 2000-01 Biennium, October 1999

Coordinating Board Recommended Funding Formulas, Fiscal Years
2002-2003 for Community and Technical Colleges, General
Academic Institutions and Health-Related Institutions, May
2000

This document is available on the Texas Higher Education Coordinating
Board web site: http://www.thecb.state.tx.us
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